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BELLSOUTB TELECOMMUNICATIONS SUPPLEMENTAL SUBMISSION

IN CC DOCKET 93-162

An issue concerning BellSouth's expanded

interconnection offerings surrounds the amount of overhead

loadings included in developing the filed rates. In the

Order suspending BellSouth's rates, the Common Carrier

Bureau calculated a special access overhead loadings ratio

from ARMIS data, concluding that it was the best available

alternative. In this submission, BellSouth reviews the data

it has provided to the Commission with regard to justifying

its overhead loadings. In addition, BellSouth demonstrates

that the Bureau's calculation and application of an ARMIS

based overhead factor is inappropriate.

In its filing, BellSouth explained and documented its

calculation of expanded interconnection costs. In its reply

to petitions directed against the filing, BellSouth showed

that the approach it used to calculate loadings for its EIS

service resulted in considerably modest loading factors for

EIS relative to that which BellSouth employs for its special

access high capacity service. As BellSouth's Reply showed,

had BellSouth used the same methodology for justifying

overhead loadings for EIS that it used for its high capacity

special access services, it wou.ld have been able to justify

considerably higher EIS rates. The relevant portion of

BellSouth's Reply is set forth in Attachment A.

In its direct case BellSouth further explained its



method for assigning overhead costs to EIS elements. As the

direct case shows, a uniform methodology was used to

determine the overhead amounts associated with each rate

element. In addition, BellSouth provided in its Direct Case

a complete list of costs, rates, overhead amounts, and

overhead ratios for all EIS and VEIS rate elements and

functions. BellSouth also provided the price-ceiling ratios

of its high capacity services. The price ceiling ratios

were the ratio of 1992 revenues (based on effective rates

and 1992 demand) to incremental cost (based on existing

demand). The extent to which these ratios exceeded a value

of one, they reflected the actual overhead loadings embodied

in the high capacity rates. The direct case showed that the

overhead loadings for high capacity services exceeded the

overhead ratio associated with expanded interconnection

service. Even when individual rate elements or "functions"

of expanded interconnection service were considered

separately, the overhead ratios for these elements compared

favorably to the overhead loadings associated with

BellSouth's high capacity services.

In the investigation, only one party, ALTS, addressed

BellSouth's evidentiary showings. In its Rebuttal Case,

BellSouth fully refuted the general criticism that

insufficient information had been provided to compare
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overhead loadings. \ The pertinent pages of BellSouth's

Direct Case and Rebuttal Case are set forth in Attachments B

and C, respectively.

In the Suspension Order, the Bureau calculated an

overhead loading factor based on ARMIS data. It applied

this factor to BellSouth's direct costs. There are two

fundamental flaws in the Bureau's approach. First, the

Bureau adjusts the ARMIS data to eliminate what the Bureau

perceives as possible double counting of costs.

Specifically, the Bureau makes an adjustment to remove the

land and buildings component of GSF costs from the ARMIS

data. The basis of this adjustment, according to the

Bureau, is that land and building costs are recovered in the

space construction and floor space charge.

While it is correct that space construction and the

floor space charges recover the direct cost of land and

building associated with the 100 square foot collocation

space, there is still a substantial portion of land and

building costs that are properly considered overhead costs--

~, non-central office buildings. only those portions of

land and building costs directly used to support specific

services are properly considered direct costs. For special

access services other than expanded interconnection, total

direct investment for land and buildings is $15,055,000.

IThere was no evidentiary showing to contradict
BellSouth's direct case.
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For expanded interconnection (both physical and virtual) the

direct land and building investment is $46,318,354. Thus,

total direct land and building investment for special access

including expanded interconnection is $61,373,354. It is

only the depreciation expense and depreciation reserve

associated with this direct investment that should be

excluded from the ARMIS overhead loading factor calculation

in order to avoid double counting GSF costs.

The total special access GSF investment for BellSouth

(in 1992) is $239,552,000. Reducing this amount for direct

land and building investments of $61,373,000 leaves

$178,179,000 of GSF investment as overhead. The ratio of

the total overhead investment to total GSF investment is

.7438. This ratio should have been applied to the Special

Access GSF Depreciation Reserves and GSF Depreciation

Expenses to obtain GSF overhead costs.

The Bureau did not adjust the GSF costs for only the

direct cost portion associated with land and buildings.

Instead, the Bureau first determined that land and buildings

represents 51 percent of total company GSF costs. It then

proceeded to reduce special access GSF costs by 51 percent.

The resulting adjustment improperly removed land and

building costs that are overhead (~, common) costs.

Therefore, the ARMIS factor calculated by the Bureau is

understated.
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In Exhibit 1, the Bureau's erroneous reduction of GSF

costs is corrected. Column C provides total BellSouth ARMIS

data for 1992 as filed with the commission. Column 0 shows

ARMIS data adjusted to exclude only the direct land and

building component of GSF costs and network operations

expense. 2 Based on these data, an ARMIS overhead factor was

calculated. The resulting factor was 1.6724 (as compared to

1.5278 calculated by the Bureau). Exhibit 2 shows the

calculation of the ARMIS factor.

An equally significant flaw in the Bureau's approach is

applying a factor derived from ARMIS data to direct

incremental costs. Shown on Exhibit 1 are the direct costs

for the special access category as a whole. 3 Exhibit 3

demonstrates that if an ARMIS overhead factor is applied to

the special access direct incremental costs the maximum

special access revenues that could be generated by special

access rates would only produce $206,817,000. Special

access rates in effect during 1992 produced $368,859,000

(recurring revenue). Thus, the use of an ARMIS derived

2 In the Suspension Order, the Bureau excluded all
network operations expenses ($27 million) because such
expenses would include activities such as service order
activity for which nonrecurring charges are assessed.
Network operations expenses include activities other than
nonrecurring activities, however, nonrecurring revenues for
special access are approximately $25 million. Accordingly,
for the purposes of this analysis network operations
expenses as reported in ARMIS were accepted as a surrogate
for nonrecurring costs.

3Exbibit 12 shows a breakdown of the direct costs by
category of special access service.
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factor with a direct incremental cost results in a revenue

shortfall of $162,042,000. In order to compensate for the

revenue shortfall, a closure factor of 1.7835 would have to

be applied to the $206,817,000.. In other words, a total

overhead factor of 2.9827 is the appropriate factor to apply

to special access direct incremental costs in order to

obtain the special access revenues that in fact were

produced in 1992.

Even if it were assumed that the overhead factor should

only result in recovery of total cost plus return (rather

than total recurring revenue), an ARMIS derived factor still

results in a revenue shortfall. Exhibit 3 (line K) shows

that a closure factor of 1.5580 would still be needed to

produce the appropriate level of revenues. Hence, even to

obtain only a total cost plus return result, the ARMIS

derived factor of 1.6724 would still have to be adjusted

upward to 2.6057 when applied to a direct incremental cost.

It is evident that an ARMIS derived factor used in

conjunction with an incremental cost (as the Bureau did with

BellSouth's expanded interconnection offering) grossly

understates the amount of overhead costs assigned. Nor does

this result change if the data are further adjusted to take

into account the reallocation of GSF costs between access

categories. Exhibit 3 (lines N through V) calculate

overhead factors which reflect the reallocation of GSF. An

overhead factor of 2.6650 would still be required to produce
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1992 special access revenues (less the GSF adjustment).

Likewise on a total cost plus return basis, the factor would

be 2.2879.

If a properly adjusted ARMIS factor were used in

conjunction with expanded interconnection direct costs, the

resulting rates would be considerably higher than those

filed by BellSouth. BellSouth's filed rates for expanded

interconnection reflect a loadings factor considerably less

than a properly calculated special access category loadings

factor.

Exhibits 4 to 11 illustrate this point. Exhibits 4 and

5 show the loading factors reflected in the expanded

interconnection charges for physical and virtual collocation

arrangements. For EIS (physical) and VEIS (virtual) the

loading factors are 1.41 and 1.34. These factors are

substantially less than the adjusted ARMIS factors

calculated on Exhibit 3. 4 Indeed, Exhibits 8 through 11

show the expanded interconnection rates that would be needed

if an adjusted ARMIS factor were employed as the basis of

establishing overhead loadings.

4 Exhibits 6 and 7 show overhead ratios for EIS and
VEIS which exclude ad valorem and administration expense
from the direct cost definition.
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EXHIBIT 1

BELLSOUTH SPECIAL ACCESS
(OOLLAAS IN THOUSANDS)

(AI (B) lei (0) IE)

PART 32 19112 FILED 19112 ADJ.· SPECIAl ACCESS

~ ~ AtlMlS DATA AfIM1SDATA DIRECT COST ••

ExpENSES
DEPRECIATION 6561
GMl"ra/ Support

Total 2110 19195 14.522 397
Land 21" NIA NIA 0
Buildilg 2121 NIA NIA 397

"".,.to, Sysmms
Totai 2220 217 217 0

COE SWltchmg
Total 2210 .5.984 15,lI84 61

Analog Ei«tronic SWitching 2211 NolA NlA
o.gllal E~on.cSWItchIng 2212 NolA NIA 61

COE r,.nsml"",n
Total 2230 4 I ,!l83 41,ll83 49,726

Circurt Equipment 2232 NIA NIb 49,726
OIb'- & Wi,. Feeilllft

Tolal 2410 16._ 16,_ 7,262
Poles 2411 NIA NIb 290
AerNlI CAble 2421 NlA NlA 2,232
Underground CAble 2422 NIA NIA 1,133
Buried CAble 2423 NIA NIl. 3,237
Intrabuilding Network CAble 2426 NolA NlA 2
Condurt Syl11lml 2441 NIA NlA 388

lor Equipm...,
Total 2310 10 10 0

atn.,
Total 4 0 0

TOTAL 96092 91,415 57,446

INCOME TAX (SIT. Fin 7220/7230 31Ul34 22,467 17.752

NET RETURN I C.O.M. 116.5611 80.381 40,224
INCREMENTAL STUDIES

AD VALOREM TAX 7240 12.825 12,825 0

MAINTENANCE
~ISupport

Tolal 6120 NIA NI" 73
Lend. Buildilg 6121 NIA NI" 73

COE Switchin"
Tolal 6210 0 0 33

Analog Elec:tronie Swi1ching 6211 NIA NI"
olglllll ElectroniC Swi1ching 8212 NolA NI" 33

COE rran,m/aion
Tala' 82'JO 26.142 28,142 4,380

Clrcurt EQuipmen1 8232 NIA NIl. 4,380
Cebkt & WI,. Feei'-

Tolal 8410 19.138 19.138 3,745
Poles 8411 NIA NI" 181
AerNlI CAble 11421 "l/A NlA 1,381
Underground CAble ll422 NlA NlA 208
Burled CAble 8423 NIA NI" 1,953
Intlabuilding Network CAble 8426 NIA NI" 0
Condurt $yl11lm. 8441 ..IA NI" 44

lor Equipm...,
Tala' 8310 22 22 0

TOTAL 47,300 47,300 6,241

ADMINISTRATION
Network Support~. 8110 757 757
General Suppa., Ellpen.- 8120 31,180 31,180
Network O\:leration. EIlp.".. 8530 26,662 0
CUllOm., Operation. EIlp.".. 8lI2O 16,5611 18,5elI
COll>orate Operation. 6100 26,6O!l 26,lIOll

TOTAL 101,770 75,088 0

OTHER
Non -Operating - Spec.' Chergse 7370 374 0
Other Properly, Planl & Eqmt 8510 208 208
Markeling Expense 8810 12.525 12,52!l
FCC Elopen.. Adj 2 2

Aecurring Colli 123.1lII5
Non-recurring costs 25,~

TOTAL COSTS 307.730 261,850 149.104

TOTAL REVENUES 394,296

TOTAL COST + RETURN (TeA) 322,230

OVERHEAD LOADING fACTOR 1.8724

• Adjllllment made to, ()Sf included in Special Ace-.
"BlllSouth oi,ect Coil uling FCC'. definition (excludel admil~tionand ad valorem taxi



EXHIBIT 2
PAGE 1 of 3

BELLSOUTH SPECIAL ACCESS OVERHEAD LOADING FACTOR DEVELOPMENT
USING ADJUSTED 1992 ARMIS 43-04 REPORT DATA

($000)

OVERHEAD COSTS

INVESTMENT 192.542
RESERVES/CREDITS 99.336
NET INVESTMENT 93,206
NET RETURN 10,486
PLANT SPECIFIC EXPENSES 31,917
PLANT NON-SPECIFIC EXPENSES 208
DEPRECIATION EXPENSES 14,522
CUSTOMER OPERATIONS EXPENSES 29,090
CORPORATE OPERATIONS EXPENSES 26,605
FEDERAL INCOME TAXES 3,028
STATE INCOME TAXES 8n
OTHER STATE & LOCAL INCOME TAXES 12,825
OTHER EXPENSES 0

TOTAL OVERHEAD COSTS 129,558

DIRECT COSTS

INVESTMENT 917,076
RESERVES/CREDITS 473,564
NET INVESTMENT 443,512

NET RETURN 49,895

PLANT SPECIFIC EXPENSES 47.300
DEPRECIATION EXPENSES 76,893

FEDERAL INCOME TAXES 14,410

STATE INCOME TAXES 4,172

OTHER EXPENSES 2

TOTAL DIRECT COSTS 192,672

IOVERHEAD RATIO 1.6724 I



EXHIBIT 2
PAGE 2 of 3

123
124 CALC Factor: GSF excl L&B as % of 101 GSF (fIb) 0.4923 BSTR
125 CALC Factor for GSF as % of TPIS (fgsf) 0.2063 1982 ARMIS 43-04

CALC ROR factor for SLIT 0.7524 OH FACTOR
128 WITH GSF
127 1410 TotCOE3e1e8 $573.781 ADJUSTED
128 1440 TotlOTEquip3el8& $214 & NETWORK
12& 1530 TotC&WF3818& $347,920 OPERATIONS
130 Total Direct Plant $921,8&5 EXPENSE.O
131 CALC 2020 Tot Cap Lease excl. GSF $0
132 CALC 2130 Lease Improv excl. GSF $0
133 CALC 2250 FCC Inv Adj le88 GSF ($4,819)
134 Total Direct Investment $917,078
135

138 CALC 1000 GSF $178,179

137 CALC 2001 GSF Cap Lease $3,412

138 CALC 2070 GSF Leas Improv $3.314

13& CALC 2250 FCC Inv Adj for GSF ($1.253)

140 Tot GSF Invellment $183.852

141 2180 IntanA,138I89 $0

142 2190 PHFTU3ele8 $31

143 2191 TPUCShort3ele8 se.498
144 2224 Totlnvtr3ele8 $1.784
145 2230 CWC3el851e8 (se.421)
148 Overhead Inv other than GSF $I.8ao
147 Tot Overhead Inv (incl. GSF) $1&2.542

148
14& CALC 3080 Tot Acc Dep Le.. GSF & PHFTU $359.525
150 CALC 3150 Amort Tang Allet, Ie.. GSF $0

151 CALC 3220 Amort Leale Impr Ie.. GSF $0

152 CALC 3340 Current DOlT Ie.. GSF $0

153 CALC 3410 Non-Cur DOlT Ie.. GSF $101.579

154 3421 FCCReserveAdj85 excl. GSF $7.551

155 CALC 3422 CUll Dep Le.. Attrib to GSF $2.971

158 3423 OtherDefCrl38le8 excl. GSF $1.&38

157 Direct Credit, $473.584

158
159 CALC 3010 GSF Al;c Dep $83.870

180 3070 Acc Dep for PHFTU3ele8 $2

181 CALC 3090 GSF Amort Capital Lease $1.371

182 CALC 3180 aSF Amort Leaselmpr $1.849

163 3280 Amor1lntang A,set, $0

184 CALC 3210 Current aSF DOlT $0

185 CALC 3350 Non-Cur GSF DOlT $2&.205

3421 FCCReMrveAdj85 lor GSF $1.983

lee CALC 3422 Cult Dep Attrib to GSF $772

3423 OtherOefCrl38l89 lor GSF excl. L&B $504

187 Overhead Credit, $99.338

lea

lea Net Direct Inv $443.512

170 Net Return on Direct Inv $4U95

171
172 Net Overhead Inv $93.208

173 Net Return on Overhead Inv $10.488

174
175 5028 TotCOExp3elea $28,142

178 5080 TotIOTExp3elea $22

1" 5078 TotC&WFExp3ele8 $19,138

178 Direct Plant Specific Expense, $47,300

179
110 5000 NetworkSupp3e188 $757

111 CALC 5010 aeneralSupp381ea $31.180

112 eooo OtherPP&E38Ie8 $201

183 8010 NelWOrkOper3ele8 $0

184 Overhead Plant Specific Expense, $32.125

185

188 CALC 8090 Dep Exp nct. GSF and PHFTU $78,1la3

187 CALC 8180 Cap Lea.. Amor1. excl. GSF SO
111 CALC 8230 Lea.. Improv excl GSF SO



EXHIBIT 2
PAGE 3 of 3

188 Direct Depreciation Expenses $78.883
190

181 CAL.C 8020 GSF Dep Exp $13.578
182 8080 PHFTU Dep Exp $0
183 CAL.C 8100 GSF Cap Lease Amort. $840
1M CALC 8170 GSF LeaHlmprov $0
185 8254 TotOther3Sl88 $4
188 Overhead Depreciation Expenses $14.522
187
188 7000 Cult Op Exp Cat 1 TotMktinll38188 $12.525
1~ 7080 Cult Op Exp Cat 2a TotTelOp38188 $0
200 7078 Cusl Op Exp Cat 2b TotPubDir38/88 $0
227 7220 Cust Op Exp - Cat 2cl - Lac Bus Off Exp $14.748
241 72;0 Cust Op Exp - Cat 2c2 - Rev Acclg $870
243 7300 3 OthCustSvc38188 sa47

Total CuIt Op Exp $28.090
245 7331 Corp Op Exp 528.805

Total Other Overhead Expense. $55.885
248
247 CALC 7350 FCCExpenHAdj85 lell GSF $2

248 CALC 7350 FCCExpenHAdj85 for GSF $0
248

250 Total Direct Expense. $124.185
251 Total Overhead Expense. $102.342
252
253 CALC 8000 SLIT lor direct cost. $4.172

FIT on Direct Net Return $14.410
Total Direct Taxe. $18.582

254

255 CALC 8000 SLIT lor overhead. san
258 8005 TotOthSt&Lcl88 $12.825

FIT on Overhead Net Return $3.02.
Total Overhead Taxe, $18.730

Calculation 01 SLIT:

GSF-Direct Inv $183.852
Other Overheads-Direct Inv $8.890
GSF and Other Overhead, - Dir Inv $182.542
GSF and Oth Over - Dir. Inv $182.542
Ratio 1.0000

Net Overhead Inv $83.208
Est Net Overhead Inv $83.208
Net Direct Investment $443.512
SLIT sa.710
SLIT at 11.25 RCR $5.048
SLIT for Overhead, san
SLIT for Overhead, san
SL.IT for Net Direct Inv. $4.172

257

258 Calculation of FIT flctor:

258 Total Net Return at 1'.251M! sao.381
280 Fixed Charge, $1 ••418

281 Amort of ITC & Ad; $2.780

282 Adjusted Net Return $38,202

283 FIT Grall-Up Factor 0.5152

2M Grall FIT $20.187

285 Amort of ITC & Ad; $2.780
2. Net FIT $17.437

287 FIT Factor 0.2".
274
275 Total Direct Revreq $182.872

271 Total Overhead Revreq $128.558
2n Overhead Ralio 1.8724



ASSUMPTIONS:
- DIRECT COST = DEPRECIATION, C.O.M., INCOME TAX, AND MAINTENANCE
- MAXIMUM REVENUES ..DIRECT COST *ARMIS FACTOR
- NONRECURRING REVENUES INCLUDE NETWORK OPERATIONS
- UNIT DIRECT COSTS * 1992 BASE YEAR DEMAND = TOTAL COST
- (DOLLARS IN THOUSANDS)

ADJUSTED ARMIS FACTOR

PRE-GSF
A. DIRECT COST (EXHIBIT 1, COL E)
B. BELLSOUTH ADJUSTED ARMIS FACTOR (EXHIBIT 1, COL. D)
C. MAXIMUM REVENUES (LINE A * LINE B)
D. 1992 FILED ARMIS DATA TOTAL REVENUE
E. NONRECURRING REVENUES
F. 1992 FILED ARMIS DATA TOTAL REVENUE MINUS NONRECURRING REV (LINE 0 - LINE E)
G. REVENUE SHORTFALL (LINE F - LINE C)
H. CLOSURE FACTOR (LINE F / LINE C)

: I. TOTAL FACTOR REQUIRED FOR BELLSOUTH TO RECOVER ALL REV (LINE H * LINE B)

iJ. 1992 ADJUSTED ARMIS DATA (TCR)
(FCC EXCLUDES NETWORK OPERATIONS AND ASSUMES 1125% RETURN)

K. REVENUE SHORTFALL (LINE J - LINE C)
L. CLOSURE FACTOR (LINE J / LINE C)

M. TOTAL FACTOR REQUIRED FOR BELLSOUTH TO RECOVER ALL REVENUES (LINE L * LINE B)

POST-GSF

EXHIBIT 3

I
$123,6651

1.67241

$206'817
1

$394,298
$25,439

$368'859
1

$162.042
1.7835

2.9827i

$322,230

$115,413
1.5580

2.6057

N.
O.
P.

l
a.
R.,

I
is.

T.
U.

,v.

GSF ADJUSTMENT
1992 FILED ARMiS DATA TOTAL REVENUES MINUS NETWORK OPERATIONS AND GSF (LINE D - LINE E - LINE N)
REVENUE SHORTFALL (LINE 0 - LINE C)
CLOSURE FACTOR (LINE 0/ LINE C)

TOTAL FACTOR REQUIRED FOR BELLSOUTH TO RECOVER ALL REVENUES (LINE Q * LINE B)

1992 ADJUSTED ARMIS DATA (TCR) (LN J - LN N)
(FCC EXCLUDES NETWORK OPERATIONS AND ASSUMES 11.25% RETURN)

REVENUE SHORTFALL (LINE S - LINE C)
CLOSURE FACTOR (LINE S / LINE C)

TOTAL FACTOR REQUIRED FOR BELLSOUTH TO RECOVER ALL REVENUES (LINE U * LINE B)

$39,291
$329,568
$122,751

1.5935

2.6650\
i

$282,939 i

$76" 22
1

1.3681

2.2879 1



Exhibit 4

OVERHEAD RATIO CALCULATION FOR EIS SERVICE BASED ON ASSUMED DEMAND

DEMAND ASSUMPTIONS:
PHYSICAL OFFICES WITH INTERCONNECTORS
INTERCONNECTORS PER OFFICE
DSl CROSS-CONNECTS PER INTERCONNECTOR
DS3 CROSS-CONNECTS PER INTERCONNECTOR
BACK-UP AC POWER PER INTERCONNECTOR
ADDITIONAL DC POWER PER INTERCONNECTOR

90
3

100
12

1
1

EXPANDED INTERCONNECTION SERVICE BELLSOUTH RATE ELEMENTS

I **Dlrectly I i

InYestment Related Assigned Assumed Total Total I Overhead i
Rate Element Rate Cost Demand Cost Revenue Ratio !

(a) (b) (c) J (d) (e=c*d) (f=b*d) (g=f/e) i
i !

Space Cons.. Charge
- per 100 Sq. Ft. Module $51,660.00 $51,652.87 270 $13,946,275 $13,948,200 1.00

Interconnection Floor
Space $931.00 $541.88 3240 $1,755,691 $3,016,440 1.72

Cross-Connect per DS1 $9.00 $6.80 324000 $2,203,200 $2,916,000 1.32

Cross-Connect par DS3 $76.00 $58.72 38880 $2,283,034 $2,954,880 1.29
I

Back-up AC Power I

I - par Module $194.00 $145.89 3240 $472,684 $628,560 1.33

Additional DC Power
- par Module $199.00 $149.18 3240 $483,343 $644,760 1.33

EIS SERVICE TOTAL
INCLUDING NONRECURRING SPACE CONSTRUCTION CHARGE * $21,144,227 $24,108,840 1.14

EIS SERVICE TOTAL
EXCLUDING NONRECURRING SPACE CONSTRUCTION CHARGE $7,197,952 $10,160,640 1.41

*Ratio is only valid for first year, i.e. year service is established.

**DIRECTLY ASSIGNED COSTS INCLUDES ADMIN AND AD VALOREM



Exhibit 5

OVERHEAD RATIO CALCULATION FOR VEIS SERVICE BASED ON ASSUMED DEMAND

DEMAND ASSUMPTIONS:
VIRTUAL OFFICES WITH INTERCONNECTORS
INTERCONNECTORS PER OFFICE
DS1 CROSS-CONNECTS PER INTERCONNECTOR
DS3 CROSS-CONNECTS PER INTERCONNECTOR
FLOOR SPACE PER INTERCONNECTOR
AMPERES PER INTERCONNECTOR

51
3

100
12
20
15

VIRTUAL EXPANDED INTERCONNECTION SERVICE BELLSOUTH RATE ELEMENTS

I
i,

sumed Total Total Overhead
emand Cost Revenue Ratio

(d) (e=c*d) (f= b*d) (g=f/e)

1836 $20,949 $27,5401 1.31

183600 $1,248,480 $1,652,400 1.32

22032 $1,293,719 $1,674,432 1.29

36720 $101,347 $183,600 1.81

27540 $82,069 $137,700 1.68

$2,746,564 $3,675,672 1.341

As
o

IVEIS SERVICE TOTAL

I I
**Dlrectly

Investment Related Assigned
Rate Element Rate Cost

Ca) Cb) (c)

Cable Support Structure $15.00 $11.41

Cross-Connect per DS1 $9.00 $6.80

Cross-Connect per DS3 $76.00 $58.72

Floor Space - per Sq. Ft. $5.00 $2.76

Floor Space - per Amp $5.00 $2.98
~~

**DIRECTLY ASSIGNED COSTS INCLUDES ADMIN AND AD VALOREM



EXHIBIT 6

BELLSOUTH OVERHEAD RATIO CALCULATION

OVERHEAD RATIO CALCULATION FOR EIS SERVICE BASED ON ASSUMED DEMAND

DEMAND ASSUMPTIONS:
PHYSICAL OFFICES WITH INTERCONNECTORS
INTERCONNECTORS PER OFFICE
DS1CROSS-CONNECTSPERINTERCONNECTOR
DS3 CROSS-CONNECTS PER INTERCONNECTOR
BACK-UP AC POWER PER INTERCONNECTOR
ADDITIONAL DC POWER PER INTERCONNECTOR

90
3

100
12

1
1

EXPANDED INTERCONNECTION SERVICE BELLSOUTH RATE ELEMENTS

** Directly
Investment Related Flied Assigned

Rate Element Rate Cost
I Ca) (b) (c)

'Interconnection Floor
ISpace $826.00 $320.46 1

Cross-Connect per DSl $9.00 $5.61

Cross-Connect per DS3 $76.00 $48.43

Back-up AC Power
- per Module $194.00 $120.06

Additional DC Power
- per Module $199.00 $123.331

IEIS SERVICE TOTAL

I I

Assumed Total Total !overhead;
Demand Cost Revenue Ratio !

Cd) (e=c*d) Cf=b*d) Cg=f/e) i

3240 $1,038,290 $2,676,240 2.58

324000 $1,817,640 $2,916,000 1.60

38880 $1,882,958 $2,954,880 1.57

3240 $388,994 $628,560 1.62 1

3240 $399,589 $644,760 1.61 j

I

$5,527,472 $9,820,440 I 1.781

** DIRECTlY ASSIGNED COSTS IS FCC DEFINITION WITH ADMIN AND AD VALOREM REMOVED



EXHIBIT 7

BELLSOUTH OVERHEAD RATIO CALCULATION

OVERHEAD RATIO CALCULATION FOR VEIS SERVICE BASED ON ASSUMED DEMAND

DEMAND ASSUMPTIONS:
VIRTUAL OFFICES WITH INTERCONNECTORS
INTERCONNECTORS PER OFFICE
DS1CROSS-CONNECTSPERINTERCONNECTOR
DS3 CROSS-CONNECTS PER INTERCONNECTOR
FLOOR SPACE PER INTERCONNECTOR
AMPERES PER INTERCONNECTOR

51
3

100
12
20
15

VIRTUAL EXPANDED INTERCONNECTION SERVICE BELLSOUTH RATE ELEMENTS

**Dlrectly I I
Investment Related Filed Assigned Assumed Total Total joverhead

Rate Element Rate Cost Demand Cost Revenue Ratio
(a) (b) (c) (d) (e=c*d) (f=b*d) (g=f/e)

Cable Support Structure $15.00 $9.41 1836 $17,277 $27,540 1.59

Cross-Connect per OS1 $9.00 $5.61 183600 $1,029,996 $1,652,400 1.60

ICross- Connect per DS3 $76.00 $48.43 22032 $1,067,010 $1,674,432 1.57
,
i Floor Space - per Sq. Ft. $5.00 $2.19 36720 $80,417 $183,600 2.28

1IFloor Space - per Amp $4.00 $2.47: 27540 $68,024 $110,160 1.62!
,

IVEIS SERVICE TOTAL
I

$2,262,723 $3,648,132 1.61 !

.* DIRECTLY ASSIGNED COSTS IS FCC DEFINITION WITH ADMIN AND AD VALOREM REMOVED



EXHIBIT 8

BELLSOUTH OVERHEAD RATIO CALCULATION BASED ON PRE GSF ADJUSTED ARMIS FACTOR

OVERHEAD RATIO CALCULATION FOR EIS SERVICE BASED ON ASSUMED DEMAND

DEMAND ASSUMPTIONS:
PHYSICAL OFFICES WITH INTERCONNECTORS
INTERCONNECTORS PER OFFICE
DS1 CROSS-CONNECTSPERINTEACONNECTOA
[}S3 CROSS-CONNECTS PER INTERCONNECTOR
BACK-UP AC POWER PER INTERCONNECTOA
ADDITIONAL DC POWER PER INTERCONNECTOR

90
3

100
12

1
1

EXPANDED INTERCONNECTION SERVICE BELLSOUTH RATE ELEMENTS

Total .. Directly
Investment Related Maximum Assigned Assumed Total Total Overhead

Rate Element Rate Coat Demand Coat Revenue Ratio
(al (b=Q*cl (cl (d) (e=c*d) (f=b*dl (a)

I

Interconnection Floor
Space $954.97 $320.46 3240 $1,038,290 $3,OtN,l05 2.98

Cross-Connect per DS1 $16.72 $5.61 324000 $1,817,640 $5,416,567 2.98
I

$48.431
!

Cross- Connect per DS3 , $144.32 38880 $1,882,958 $5,611,218 2.98I

Back-up AC Power
$120.061 2.981- per Module $357.78 3240 $388,994 $1,159,203

!

- !
:Additional DC Power I

I - per Module $367.52 $123.33 3240 $399,589 $1 190 778 2.981

I
-

,

EIS SERVICE TOTAL $5,527472 $18,471,868 2.981

** DIRECTLY ASSIGNED COSTS IS FCC DEFINITION WITH ADMIN AND AD VALOREM REMOVED



EXHIBIT 9

BELLSOUTH OVERHEAD RATIO CALCULATION BASED ON PRE GSF ADJUSTED ARMIS FACTOR

OVERHEAD RATIO CALCULATION FOR VEIS SERVICE BASED ON ASSUMED DEMAND

DEMAND ASSUMPTIONS:
VIRTUAL OFFICES WITH INTERCONNECTORS
INTERCONNECTORS PER OFFICE
DS1CROSS-CONNECTSPERINTERCONNECTOR
DS3CROSS-CONNECTSPERINTERCONNECTOR
FLOOR SPACE PER INTERCONNECTOR
AMPERESPERINTERCONNECTOR

51
3

100
12
20
15

VIRTUAL EXPANDED INTERCONNECTION SERVICE BELLSOUTH RATE ELEMENTS

~

umed Total Total Overhead
mand Cost Revenue Ratio
(d) (e=c*d) Cf=b*dl (g) :

I

1836 $17,277 $51,485 2.98

183600 $1,029,996 $3,069,388 2.98

22032 $1,067,010 $3,179,689 2.98

36720 $80,417 $239,642 2.98

27540 $88,024 $202,711 2.98

$2,262,723 $6,742,915 2.98

ss
De

I VEIS SERVICE TOTAL

Total "Directly
Investment Related Maximum Assigned A

Rate Element Rate Cost
Ca) Cb=a*c) (c)

Cable Support Structure $28.04 $9.41

Cross-Connect per DS1 $16.72 $5.61

Cross-Connect per DS3 $144.32 $48.43

Floor Space - per Sq. Ft. $6.53 $2.19

Floor Space - per Amp $7.36 $2.47

** DIRECTLY ASSIGNED COSTS IS FCC DEFINITION WITH ADMIN AND AD VALOREM REMOVED



90
3

100
12

1
1

EXHIBIT 10

BELLSOUTH OVERHEAD RATIO CALCULATION BASED ON POST GSF ADJUSTED ARMIS FACTOR

OVERHEAD RATIO CALCULATION FOR EIS SERVICE BASED ON ASSUMED DEMAND

DEMAND ASSUMPTIONS:
PHYSICAL OFFICES WITH INTERCONNECTORS
INTERCONNECTORS PER OFFICE
DS1CROSS-CONNECTSPERINTERCONNECTOR
DS3 CROSS-CONNECTS PER INTERCONNECTOR
BACK.,...UP AC POWER PER INTERCONNECTOR
ADDITIONAL DC POWER PER INTERCONNECTOR

EXPANDED INTERCONNECTION SERVICE BELLSOUTH RATE ELEMENTS

I Total ** Directly I
Investment Related Maximum Assigned Assumed Total Total Overhead I

Rate Element Rate Cost Demand Cost Revenue Ratio I

Ca} Cb=g*c} Cc} (d) (e=c*d) (f=b*d) Cg}
i
i

Interconnection Floor
Space $855.63 $320.46 3240 $1,038,290 $2,n2,235 2.67

Cross-Connect per DS1 $14.98 $5.61 324000 $1,817,640 $4,853,099 2.67

Cross-Connect per DS3 $129.31 $48.43 38880 $1,882,958 $5,027,499 2.67

Back-up AC Power
- per Module $320.56 $120.06 3240 $388,914 $1,038,615 2.67

Additional DC Power
- per Module $329.29 $123.33 3240 $399,589 $1,066,903 2.67

I

EIS SERVICE TOTAL $5,527,472 $14758 351 2.671

** DIRECTLY ASSIGNED COSTS IS FCC DEFINITION WITH ADMIN AND AD VALOREM REMOVED



EXHIBIT 11

BELLSOUTH OVERHEAD RATIO CALCULATION BASED ON POST GSF ADJUSTED ARMIS FACTOR

OVERHEAD RATIO CALCULATION FOR EIS SERVICE BASED ON ASSUMED DEMAND

DEMAND ASSUMPTIONS:
VIRTUAL OFFICES WITH INTERCONNECTORS
INTERCONNECTORS PER OFFICE
DS1CROSS-CONNECTSPERINTERCONNECTOR
DS3CROSS-CONNECTSPERINTERCONNECTOR
FLOOR SPACE PER INTERCONNECTOR
AMPERESPERINTERCONNECTOR

51
3

100
12
20
15

VIRTUAL EXPANDED INTERCONNECTION SERVICE BELLSOUTH RATE ELEMENTS

1

Total "Directly
Investment Related Maximum Assigned Assumed Tota( Total Overhead I.

Rate Element Rate Cost Demand Cost Revenue Ratio
(a) (b=a*c) (c) (d) (e=c*d) (f=b*dl (0) ,

:
Cable Support Structure $25.12 $9.41 1836 $17,2n $46,129 2.67'

Cross-Connect per DS1 $14.98 $5.61 183600 $1,029,996 $2,750,089 2.67

Cross-Connect per DS3 $129.31 $48.43 22032 $1,067,010 $2,848,916 2.67
I

Floor Space - per Sq. Ft. $5.85 $2.19 36720 $80,417 $214,713 2.67

IFloor Soace - per Amp $6.59 $2.47 27540 $88,024 $181,624 2.67

I
$6,041,471 2.67I VEIS SERVICE TOTAL $2,282,723

** DIRECTLY ASSIGNED COSTS IS FCC DEFINITION WITH ADMIN AND AD VALOREM REMOVED



EXHIBIT 12

BELLSOUTH SPECIAL ACCESS
BREAKDOWN OF DIRECT COST

(DOLLARS IN THOUSANDS)

TOTAL
SERVICE INCOME OVERHEAD MAXIMUM

CATEGORY DEPRECIATION COM TAX MAINTENANCE TOTAL LOADING RATE

A. VOICE GRADE. WATS
METALLIC. TELEGRAPH

AUDIO PROGRAM &
VIDEO 22,875 17,400 7,761 4,945 52.780 2.9827 157.427

8. DDAS 3.181 2,886 1.180 584 7,811 2.9827 22.701

C DDAS HICAP 88 128 58 11 279 2.9827 833

D. DSl 18.088 13.757 6,027 1,834 39,ll84 2.9827 118.365

E OS3 13.441 8.257 2.729 888 23.3115 2.9827 69,543

F. HICAP SUMMARY (C.+D.+E.) 31.593 20.139 8.811 2.733 ~ 2.9827 188,730

TOTAL (A.+B.+F.) 123.888 2.9827 368.858

TOTAL
SERVICE INCOME OVERHEAD MAXIMUM

CATEGORY DEPRECIATION COM TAX MAINTENANCE TOTAL LOADING RATE

A. VOICE GRADE. WATS
METALLIC. TELEGRAPH

AUDIO PROGRAM &
VIDEO 22,815 17.400 7,781 4.94 52.780 2.ees 140,659

B. DDAS 3.181 2.888 1.180 584 7,811 2.8«i 20.283

C DDAS HICAP 88 126 58 11 279 2.665 744

D. OSl 18.088 13.757 8.027 1.834 39.ll84 2.865 105,757

E DS3 13,441 6.257 2.729 888 23.318 2.ees 62.136

F. HICAP SUMMARY (C.+D.+E.) 31.583 20,138 8,811 2.733 u.m 2.885 168.628

TOTAL (A.+B.+F.) 123.888 2.885 329.569

BeliSouth Direct COlt using FCC'I definition (excludH adminls1ration and ad valorem tax)
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1.

supporting hardware, pbwer and land and building. l6 The EIS

cro••-conn.ct charg. prop.rly reflects these costs. For the

OS3 off.ring, similar costs were included in the development

of local channel charges. The Commission can do nothing but

ignore MrS's contention.

3. B.llSouth's Ov.rh.ad Lgading. Ar. Reasgnable

S.v.ral p.tition.rs object to the ov.rh.ad loadings

that w.r. us.d in d.veloping the costs for EIS. 11 Th.y

dispute the appropriaten.s. of the us. of fully a•• ign.d

factors and argu. that B.llSouth should e.ploy the S4m.

loading. factor that it us.s to support sp.cial access high

capacity s.rvic••.

P.tition.rs ar. corr.ct that in d.v.loping loadings for

EIS, B.IISouth appli.d a diff.r.nt approach than it has

follow.d for sp.cial acc.ss high capacity s.rvic... But as

di.cus.ed b.low, the approach r••ult.d in con.id.rably

mod.st loading factor. for EIS relative to that which

B.1ISouth ••ploys for its sp.cial acc••s high capacity

s.rvic••.

With the .xc.ption of ongoing maint.n.nc. and op.rating

exp.n••••••oci.t.d with the c.ntral offic. floor sp.c. and

T.l.port (App. A, It•• 27) a••ua•• th.t th.r. is
no in.t.nc. in which .n intrabuilding r.p.at.r .hould b.
n.c•••• ry. T.l.port i. incorr.ct. ror a.llSouth, th.r. art
instanc•• in which. sign.l within a building au.t tr.v.l
mort th.n 600 f ••t. In thol' inst.nc•• , intr.building
rep.at.r. will b. n.c•••• ry.

11 S•• ~, T.l.port App. A, It.a 2, ALTS .t 7-8;
MrS at 18-19.
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allociated land for that floor space for the encloled

collocation module, SellSouth used incremental fully

assigned administrative and maintenance factors. ror the

ongoing maintenance of the floor space, BellSouth developed

maintenance expense per assignable square foot based on book

co.t••

The extent of loadings included in the cost study can

be determined by comparing directly al.igned co.t factors to

fully a.'igned factor •. ll The directly a•• igned

administrative factor equals .03689. In compari.oil, the

fully a•• igned co.t factor is .10520. U.e of the fully

a'ligned factor reprelents a loading on inve.t.ent of

approxi.ately 7 percent (~, the difference between the

two factors).

The sa.e comparilon can be made for maintenance

factors:

rULLY DIRECTLY
ASSIGNED ASSIGNED
fACTO' - [ACTOI PIlllllNCI

LAND .0000 .0000 0

BUILDING .0037 .0032 .0005

ELECTllONIC
ANALOG .0474 .0244 .0230

ELECTRONIC
DIGITAL .0644 .0355 .0289

CIRCUIT
DIGITAL .0218 .0081 .0137

11 The directly alligned factor would b. uI.d in
developing an iner•••ntal COlt.
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